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SUBJECT: TEXTILE HONG KONG TSB ACTION 

REF: (A) HONG KONG 10367 (B) SEOUL 7253 (C) GENEVA 7419 (D) HONG 
KONG 10446 

1 . PER REF D FOLLOWING IS FULL TEXT HKG LETTER DATED AUGUST 30 
ADDRESSED TO CONSUL GENERAL CROSS. (TEXT OF LETTER'S ENCLOSURE 
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FOLLOWS IN SEPTEL.) 

2. BEGIN TEXT. SIR: I HAVE THE HONOUR TO REFER TO THE CONSULTATIONS 
ON CATEGORIES 122, 124, 234/235 AND 238 WHICH HAVE TAKEN PLACE 
BETWEEN REPRESENTATIVE OF OUR TWO GOVERNMENTS UNDER PARAGRAPH 8 
OF THE AGREEMENT OF 25 JULY 1974, AS AMENDED, BETWEEN THE 

UNITED SATES AND HONG KONG. 
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3. IT WILL BE RECALLED THAT IN THE COURSE OF THE CON- 
SULTATIONS, THE HONG KONG GOVERNMENT MAINTAINED THAT THE 
STATISTICAL EVIDENCE ADDUCED BY THE UNITED STATES GOVERN- 
MENT FAILED TO SHOW THAT U.S. IMPORTS FROM HONG KONG IN 
THOSE CATEGORIES WERE CAUSING REAL RISKS OF MARKET DISRUPTION 
IN THE UNITED STATES. IN ARRIVING AT THIS CONCLUSION, THE HONG 
KONG GOVERNMENT HAD IN MIND BOTH THE SMALL PERCENTAGE ENIOYED 
BY IMPORTS FROM HONG KONG AND THE RISING TREND OF U.S. 
PRODUCTION. 

4. ON 25 IULY 1977. CONSULTATIONS HAVING FAILED TO RESULT 

IN ANY AGREEMENT, THE U.S. GOVERNMENT, IN EXERCISE OF ITS RIGHT 
UNDER PARAGRAPH 8(E) OF THE US/HK TEXTILE AGREEMENT. REQUESTED 
THE HONG KONG GOVERNMENT TO LIMIT EXPORTS IN THE CATEGORIES 
IN QUESTION TO THE FOLLOWING LEVELS FOR THE 15 MONTH PERIOD 
1 OCTOBER 1976 TO 31 DECEMBER 1977: 

CATEGORY RESTRAINT LEVEL 
122 125,000 PIECES 

124 250,000 PIECES 

234/235 812,500 DOZENS 

238 375,000 DOZENS 

IN ACCORDANCE WITH ITS OBLIGATIONS UNDER PARAGRAPH 8(E) OF 
THE US/HK TEXTILES AGREEMENT, THE HONG KONG GOVERNMENT 
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AGREED TO HONOUR THIS REQUEST BUT RESERVED ITS POSITION 
ON POSSIBLE FURTHER ACTION, INCLUDING THE POSSIBLE 
EXERCISE OF HONG KONG'S RIGHT UNDER PARAGRAPH 8(F) 

OF THE AGREEMENT. 

5. THE HONG KONG GOVERNMENT HAS RE-EXAMINED THE 
DATA RELATING TO THESE CATEGORIES AND REMAINS OF 
THE VIEW THAT RESTRAINT ON THEM IS NOT IUSTIFIED. 

IN THE MEANTIME, THE HONG KONG GOVERNMENT FINDS 
THAT HONG KONG'S INTERESTS ARE BEING ADVERSELY AF- 
FECTED, BOTH AS A RESULT OF THE UNDULY PROTRACTED 
CON SUL ATION S AND THE LEVELS AT WHICH THE U.S. 

GOVERNMENT HAS REQUESTED THE HONG KONG GOVERNMENT TO 
RESTRICT HONG KONG'S EXPORTS TO THE U.S. OF THE 

ABOVE PRODUCTS. 

6. THE HONG KONG GOVERNMENT THEREFORE WISHES 
TO INFORM THE UNITED STATES GOVERNMENT OF ITS IN- 
TENTION TO BRING THE MATTER BEFORE THE TEXTILES SUR- 
VEILLANCE BODY, IN ACCORDANCE WITH PARAGRAPH 8(F) 

OF THE US/HK TEXTILES AGREEMENT AND WITH ARTICLE 1 1 
OF THE ARRANGEMENT REGARDING INTERNATIONAL TRADE IN 
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TEXTILES. THE CHAIRMAN OF THE TEXTILES 
SURVEILLANCE BODY WILL BE NOTIFIED OFFICIALLY OF 
HONG KONG’S INTENTION ON 5 SEPTEMBER 1977 IN THE 
TERMS OF THE LETTER ENCLOSED HEREWITH. 

7. THE HONG KONG GOVERNMENT ALSO WISHES TO REFER 
TO THE CONSULTATIONS ON CATEGORY 120 HELD UNDER 
PARAGRAPH 8 OF THE US/HK TEXTILES AGREEMENT. IT WILL 
BE RECALLED THAT. ON 25 JULY 1977, OUR TWO 

GOVERNMENTS AGREED THAT CONSULTATIONS ON THIS CATEGORY 
SHOULD BE REGARDED AS BEING CONTINUED, PROVIDED THAT 
THEY WOULD BE CONCLUDED BY 27 SEPTEMBER 1977. THE 
HONG KONG GOVERNMENT IS ANXIOUS THAT THIS MATTER 
BE RESOLVED AS SOON AS POSSIBLE TO AVOID FURTHER DIS- 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 HONG K 10484 310911Z 

RUPTION TO THE TRADE, WHICH AS BEEN HELD UP SINCE 
MAY 1977 AND MADE SUBJECT TO AN INTERIM RESTRAINT 
LIMIT SINCE 27 JULY 1977, AND SHOULD BE GRATEFUL 
FOR AN EARLY INDICATION OF THE UNITED 
STATES GOVERNMENT'S PROPOSALS FOR A SOLUTION IN 
RESPECT OF THIS ITEM. 

8. 1 SHOULD BE GRATEFUL IF YOU WOULD TRANSMIT THE 
ABOVE MESSAGE URGENTLY TO YOUR AUTHORITIES. 

9. ACCEPT, SIR, THE ASSURANCES OF MY HIGHEST 
CONSIDERATION. SIGNED. P. K. Y. TSAO, DIRECTOR 
OF TRADE. END TEXT. 

CROSS 
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